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PREFLCE

This is the final report of the USAYKorea Trust-Fun! kesearch
Projcet titled "Korea's Development Prespects in Historical
Ferspective," which was intiated in May, 1Y7.. The rcsearch project
has bLeen carried out, over the pericd of past two and one half years,
in clese co-ordination with irefessors Gustav i.anis and John C, H, Fei
of Yale University Economic Growth Center who conceived the idea of
this trust-fund research project. For the formulation of the
enalytic framewcrk, the present writer has heavily drawvn on the
basic conccpts an! tocls recently <eveleped by professors Ranis amd
Fei, 1In fact, in every stoge of this research work,he has worked
clocsely with these cminent scholars at a series of Joint discus-
sions mucting held in Seoul and Taipel alternately in almost cvery
surmer and winter in the past two and onc helf years, The framework
of empirical anclysis and hy; ctheses took shapc and most basic data
were systenctically orponized within the first 1& months through
nmany stages of the process ~f interacticons between empirical findings
and further levelopment «f conceptucl fremewcork, Though the present
writer was deeply invelved in this joint resecrch effort , nerticipating
in discussicns -f the formal molel, the methods, the data, and the
intergrctation, his mein activitics were more or less concerned with

the "enpirical portions" of the jeint research efforts. In essence,



it will be, therefore, aporopriate to take the contents of this
report as the "Korean portion" of the brozder related research
project consisting of an integratcd analysis of cother Last asian
Yopen, dualistic economies" which hes teen going on under the
direction cf Professors lianis and Fei,

This report is not intended to reflect all the aspcets of our
past research activities, which have been sufficiently reflected in
& series of the progress reports previcusly submitted to USaD/Korea.
It is rather analytically organized tc summarize major fincings frem
the theoretical and empirical analysis of the growth anc structural
change of the postwar Korean eccnomy (1955-70) within the anclytic
framework of the ilanis-Fei model of "open, dualistic labor surplus
econcnmy." This study is more or less designed to help answer the
funilamental questions: (1) what are the long-run requirements of
attaining balanced self-susteining growth? an! what should be the
policy mix, corresponiing tc each stage cr "sub-phase" of development,
required to achicve this long-run cobjective?  The present report has
attempted to analyze and trace and the growth pattcrn and structural
change of the postwar Korean economy and tc provide, based on this
analysis, alternative policy lirections for Kcrea's smooth transi-
tion toward econcmic maturity,

I am greatly incebted to Messrs. Thomas F. Olmsted and Frank
Maresca of LID/Washington who rentered all the necessary supports

in the early phasc of this study during their stay =t USnIYKorca.



I would like in particuler to express my sincere gratitude to

Dr. Roger i, Sedjo of UShi/Korea, who is on leave from his teaching
post at Utah State University, for his cncouragment, helpful sugges-
tions and efficicent admin’strative support in many stages of this

study,

Sung-Hwan Jc
Sogang University
Secul, Korea
Scptember, 1972
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INTRODUCTION

The objective of this study is to analyze the growth and
structural change of the postwar Korean economy (1955-70) in the
context of thc anclytic framewark of Ronis-Fei's extended model of
"oper,, dualistic, labor-surplus econony", and to present a set of
implications of our anclysis for development policy and strategies
for meeting current and future growth problems.

From a long-run historical perspective, the postwar growth of the
Korean economy and of many other developing countries in Southeast
Asia represents a unique growth process, which is often referred to as
"tronsition growth", implying a transition from an end of colonial
economic systen to the national efforts to enter an era of "“modern
economic growth',l Before the World War II, Korea shared with most
developing countries a common heritage cf colonial economic system
i,e, a predcminantly agricultural economy with an "enclave" devoted to
the exports of primary (or land-based) products. The conclusion of the
World War II has led to the new notional efforts in many developing
countries with varying degrees of success toward the entry of a new
epoch of modern economic growth. The pericd of postwar growth in many
developing countries is a unique historicel experience of "trensition"

from the colonial epoch to the epoch of modern economic growth.

is defined by Simon Kuznets in Modern Economic Growth: Rate,
Structure and Spread, New Haven: Yale University Press, 1966; and also
John C. H. Fei and Gustav Ranis, "Economic Development in Historical
Perspective," American Economic Review, May 1969.




In Korea, howcver, the initiation of all-out national efforts toward
transition and growth, ofter more than 2 generction of Japanese
colonial rule, was delayed Ly cisruptive effects of Partition and
Korean War. HNeglecting these effcets, and pertly duc to lack of
available data, we shall tcke the initiesl pcriod of transition as
1955-57 and the terminal period for which latest data are available
is 19(7-(9. PFurthcrmore, Korea's growth experience represents
transition growth of a particular type: an open dualistic econony

cf a labor-surplus type. Openness refers to the importance of

fereign trade as an aspect of growth: Korea is small in size
calling for a strategically important role of foreign trade.
Dualism refers to the coexistence of traditional agricultural and
modern non-agricultural sectors: Korea has inherited a large
subsistence arricultural sector relative to a cormercialized non-

agricultural sector in hcr eccnomy. Lobor-surplus means the

presence of high pepulation pressure on land at the initial point
of transition: the post-war transiticn was staerted with an
unfavorable natural rescurce endowment relative to the size of
population and labor force. In additicn, as compared with other
members of the open dualistic labor surplus family cf developing
countries (like Taiwan, Thailand, etc.), Korea inherited a much
less faverable agricultural infrastructure at the outset, while
she hts a relatively strong human resource base, including the

level of general education and skills,
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The essential problem of transition and growth in this type of
an economy in general and in Korea in particular is how to successfully
reallocate unemployed and underemployed labor force from the subsistence
agricultural to the cormercialized non-agricultural sector in order to
1) provide efficient employment for labor forcé — the most abundant
factor  of production and to 2) increase the national product in the
course of the very same process of intersectoral labor reallocation.
With the foreign trade sector as an important aspect of growth, such
an economy likc Korea is bound to nove gradually from traditional
land-based growth and export to non-traditional labor-based growth and
export. Based cn the central notion that in an open dualistic labor
surplus economy like Korea growth and employment will be generated in
a fully complementary way, the model which will be applied to the
growth experience of Korea will establish a set of the idealized rules
of growth and policy mix for attaining growth and employment in the
different phases of transition growth process, The characteristic
pattern of zrowth and structural change of the postwar Korean economy
during the transition period (1955-70) will be brought into a much
sharper focus, when our attention is concentrated into analyzing the
divergencies of the Korean experience from the idealized growth path
shown in the model., In this connection, it will be also useful to
contrast, whenever apprcpriate, Kerea's actucl growth perfcrmance with

that of Taiwan which shares with Korea a common Japanese celonial



heritage as well as many other characteristics of the initial
structures (initial conditions) of open dualistic labor-surplus
€COnory.

In Section I, a comparative static model will be presented
which will permit us to analyze structural change between the initial
and terminal years. In Section II, dynomic aspects of the growth path
will be briefly dealer with by an attempt to identify several importamt
turning points which may have emerged in the course of the transition
process in Korea, In Section I1I, thc conclusions and policy implica-

tions from our analysis will be presented.

I, COMPLRGTIVE STHTIC ANALYSIS

Our comparative analysis presented below is intended to identify
the structural change in the postwar Korcan economy between the
initial (1955/57) and terminal (1967/69) years. The characteristic
structure of an opcn dualistic laber surplus economy con be described
by a set of basic indices such as shoun in Table I, thet can be grouped
into production, consumption, saving, investment, foreign trade, &
labor allocation. Each of thesc¢ indices will find its place in the
comparative static model to be presented bcleow. This mcdel well be
developed under the following six heacings for cnalysis of trensition

and growth 1) agricultural scctor, 2) real wage and consumptiosn,



TABIE 1.« COMPARATIVE STATIC ANALYSIS

INITIAL PERIOD TERMINAL PERIOD
TATWAN KOREA  PARITY TATWAN KOREA  PARITY
1952-54 1955-57 1967-69 1967-69
a b b/a c d d/c
1. V (agricultural labor preductivity) $272.6 198.5 .73 658,0 348.7 53
2. Q (labor allocation ratio) 42.3% 32.0 .76 58.0 49.0 &
3. E®(per cepita agricultural net exports) $ 19.30 -8.3 - 13.6 -25.3 -
L. Ca”(per capita consumption of agricultural goods) $138.5 2.4 1.04 263.2 202.9 77
La, GP/X (per capita GDP; $131.3 834 NIA 276.8 136.4 o449
5, Wa (a2gricultural real wage) $303.5 195.0 .64 472,0 298.0 .63
6. Wi (industrial real wnge% $313.8 231.4 73 529.0 292,1 55
7. v (internal terms of trade: Pa/Pi) 97.7% 9.1 .98 9.8  110.5 1.18
8. Ci® (per cepita consumption of industrial goods)  $221.,2 139.5 .63 416.5  226.2 .54
9, K¥ = K/ (industrial capital labor raotio) $2 J,651 L, 809 1.81 3,551 2,948 .83
10. q = Y/W (industrial labor productivity) $659.5 541.3 .82 1,442.8 814.3 .56
11, Y® = ¥/P (per capita industrial output{ $278.7 169.9 .61 837.3 399.7 A8
12. Ei? (per capita industrial exports) $ 16.0 6.8 43 225.0 894, 40
13. E/GDP (export ratio) 11,23 hel .37 27.9 22.4 .80
14. E#  (per capita exports) $ 43.7 11.0 .25 252.8 98.4 .39
15. Ei/E (incustrial share of exporis) 36,5% 61.6 1.69 §8.8 90.3 1.02
16. Ea/Q (agricultural export ratio) 17.6% 3.1 .18 11.9 5¢1 43
17. Mc/Cd (import substitution potential index) 8.3% 6.5 .78 10.4 Le'7 A
18, Mc/M (industrial consumer goods share of importws) 26.5% 13.3 .50 19.4 6.3 o32
19. Ma/(MatQ) (agricultural import fraction) 6.1% 5.6 .92 7.3 9.2 1.26
20, {Sat+5i)/GLP (domestic saving rate) 10.0% 4.1 34.5 17.0
21, I/GDP (investment rate) 17.0% 15.4 33.1 32.6
22. Sa/I (agricultural saving contribution) 16.7% 15.2 248 0.9
23. Si/I (industrial saving contribution) L1.6% L3¢5 79.5 51.1
24, S£/1 (foreign saving contribution) L1.7% 128.51 ~holy 48,0
25. X (population) 8,438mil 22,263mil 13,313mil 30,741mil
26. P (labor for~e) 2,828mil  6,924mil £,926mil 9,639mil
Cumulative Contribution to Investment During Transition TATWAN KOREA
agricultural saving 52/ 1 25.9% 9.6%
industrial saving £Si/Th 68. 6% 25.7%

foreism saving tsf/T 1 54 5% 6l 83
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3) non-agricultural sector, 4) foreign trade sector, 5) investment

and saving, and 6) structural change during transition period.

(1) Agricultural Sector

as the structurel characteristic of the Korean cccnomy at the
initial point was predominantly agricultural, we shall prcceed with
the structure of agricultural sector, fccusing on agricultural
productivity, the allocation of labor between agricultural and non~
agriculturzal scctors and foreign trade in agricultural gocds,

Let us divice the total labor force (P) intc an agricultural
labor force (W) and a non-agricultural population (L): P =W + L,
Let us denote @ = W/P as the fraction of the total leber ferce in the
non-agricultural sector. Then 1 - € = L/P is the fraction of the
total labor forcc in the agricultural sector, Denoting G as the total
output of agricultural goods and v = Q/L as thc average productivity
of agricultural labor, the demand and supply of agricultural goods is:

(1) w=Q=2C, +E,
(supply) (demand)

where the demanc for agricultural goods is becth for domestic consump-
tion (Cy) and for export (E;), rcflecting o typical pattern of
colonial pattern of land-based production. Denoting © as per capita
quantity for any variable, thet is, any variable divided by the total

labor force(P), and then dividing the relation (1) by the tctal labor



force, we have:l)

(2) v = (&, + ¢;")/(1-0).

The relation{2) shows that & higher a ricultural prcductivity(v) can
lcad to a combination of (i) a higher pecr capita consumption steadard
(Ca%), (ii) a higher per capita export level(F ), or (iii) a higher
fraction of labor fcrce already cllocated to non-zgriculture(s).

In diagram (a), the total productivity of agricultural labor is
represented by Q-curve, assuming the supply of land being fixc!, and
the tetal lebor force is measurc by a point P o5 horizontal axis.,

The initial agricultural labor force is OL, as measured from the

oririn to the left, sl the industrial ferr~e is PL, The initial
agricultural labor productivity(v) is then represented by the slcix

of a straight line Ocj. In diagram (b), with the same fixed initials
pepulation P and the seme labor allocation point (1) on the horizontal
axis, the per copita epriculturzl cutput is represented by the Q -curve,
that is, G“= Q/F.

From Table 1, diagrams (a) end (b) ard the relation(2), we can
sec a realistic picture of the initial agricultural cenditions in Kerea.
The poor natural conditions and unfevoreblc initiel agricultural
infrastructure in Korena is reflected in a much lower agricultural labor

productivity which was only about 70 nercent cf that of Taiwan at the

\

1/ 411 refercnces to “cr capita' in Table 1 and the text indicates
per capite of total labcr force(P), oxcept per capita GDP, which refers
to GDP pcr capita of total pupuletion(X),




becinning of the transition period (See row 1 in Table 1). However,
as row 2 of Tablec 1 shows, Korea's per capita consuription level of
agricultural goods at the initicl pericu was about the same as, or cven
sl 1y higher than, that of Taiwan, inspite of the much kigher level
of labor productivity in Taiwan, From the relation (2), we can see that
Taiwan used this Jdifferential between higher laboer productivity and
relatively lower consumption level (agricultvral surplus) both to
allocate a higher fraction cf labcr to non-agricultural sector and to
export a higher porticn of its agricultursl goods on per capite basis,
thus financing the industrial sector through increasing the fereign
exchange capacity to import cepital gocds, Row 2 and 3 cleerly
indicate this point. Taiwan had already allocated 42 percent cf her
labor force to non-agriculture, as against Korea's 32 percent, lhile
the initiel point Taiwan wes extorting agricultural gocds at the rate
of US$19 per capita, Korea was already a net importer cof agricultural
goods (about USSE per capita),

Such a sharp ccontrast as to initiel conditions in agricultural
productivity clearly su;ests itsclf the different rcles pleyed by
the two agricultural sectcrs in the course of transition. In the casc
of Taiwan, the initicl experteble cgriculturcl surnlus provided the
capacity te import cepital geods and raw materials for industrial
growth in the non-azricultural sector, Furthermore, the favorable

agricultural infrastructure provicded & strong base for continued
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expansion of agricultural productivity, thus fulfilling the historical
role of agriculture in the coursc of transiticn, In the case cf Korea,
the agriculturel sector provided no exportable surplus from the beginning
point, and remained relatively stagnant throughout the period, leading

to ever-increasing focd imports, As will be pointed out later, Korea's
agricultural sector, instead cf centributing tc import capacity and
domestic savings, put & heavy burden on her industrial sectcr and
permitted foreisn savings to play a major role in rinancing her

incustriclizaticn cfforts,

(2) Real Wares and Consumption

In diagren (c), a typical worker's price-consumption curve and
budget line are drown, hAs we cre dealing with two kinds of commodities
(agricultural gocds, measured on the verticel axis, and non-agricultural
gocds, measured ~n the horizental axis), the level of the individual
worker's real wage con be represented in two ways: the recl wage in
terms of a;ricultural goods, (let us ccll this wege "agricultural real
wagze" ), measurcd by OB on the vertical axis at thc initizl point, and
the real wege in terms of non-asricultural goods, measured by OD on
the hcrizontel axis. The slcope of the budet line connecting the two
pcints, B and D, represents the initiel terms cof trade between the

asricultural ond non-ggricultural sectors,
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In the context of a labor surplus dualistic econoryy, the real
wage in terms of agricultural goods (OB in diagram c¢) moy be considered
as the "institutional" recl wages (IRW) which is usually determined by
institutional forces prevailing in the traditional agricultural sector.
In the labor surplus ceondition, the institutional real wage is likely
to be above thc marginal physical product (HPPp) of labor in the
apricultural sector, In the course of the transition process, the
institutional real wage is likely to increase moderately as long as
IRW ) MPPy. But once laber becomes scame, IRW = MPPL, and the wage is
expected to follow MPF; thereafter.

In diagrem (c), the price-ccnsumption-curve PC is shown and the
typical worker's budget line BD is given at the fixed level (OB) of
IRW, it the point of e wherc the the pricu-consumpticn curve
intersccts the budget line, there lccates the initial consumption
equilibrium point, indicatin;; the worker's purchase of OC units of
agricultural poods and OG units cf non-agricultural goods, Judging
from Table 1, thcre exists a nead for food imports (food gap) at the
outset (See bd in diagram (t) and row 3 in Table 1). In comperison
with the case cf Taiwan, Korea's budset line must be lower than
Taiwan's, as rcflccted in lower real wage levels, an® lower per capite
income (rows lLa. 5. and 6 in Table 1), However, the per capita
consunption of agricultural goods are abcut same as shown in row 4 in

Table 1. These two facts imply that Korea's workers, mcstly farmers
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at the initial point, consume substantially less non-agricultural
gocds on per caopita basis. This is confirmed by the data in row €

in Table 1,

(3) HNon-ngricultural Sector

The non-agricultural (or industrial) sector differs from the
agricultural sector in the two respects: i) rrimary factors of
production are now labor(VW) and capital(K); and ii) the non-agricultural
sector is "commercialized" in the sense that the real wage in terms of
non-agricultural goods may now be equated with the marginal physical
productivity of labor (MPP,). In diagram(f), the "industrial" produc-
tion map for the initial point is represented by Y, with labor(W)
being measured on the vertical axis and capitcl(K) measured on the
herizontal axis, With a given capital stock at the initial peint,
the MPRj-curve is represcnted by M-curve in diarsram (e), next to (f),
The initiecl industrial labor force PL in <iagrem (b) is now projected
as Od on the vertical axis in dia;ran (e), with the aid of a 45-degree
transfcrmation line PP drawn in diagram (d). as the initiesl non-
agricultural real wage (in terms of non-agricultural soods) is OD in
diagrams (c) and (c), the peint h at which H-curve passes through is
an employment equilibrium point, indicatin.; that O« units of workers

are demanded at the ncn-agricultural reel woge 0D,
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Now, turning to Table 1, the incustricl wage is substantially
higher in Taiwan (US$313) than in Korea (US$231) in the initial
period, showing the perity of 73% (see row 6), If the initial produc-
tion functions of the two cconomies are assumed tc have been the same,
the higher industrial real wage in Taiwon would imply a higher capitel-
labor ratio and also a higher average industrial lebor productivity in
Taiwan, The empirical evidence, however, shows that Korea had a higher
capital intensity (a higher capital-labor ratio) with somewhat lower
industrial labor productivity. Row 9 shows that, while industrial
capital labor ratio in Taiwan was US$2,650, that in Korea was US$L,£00
in the initial period and row 10 shows that industrial labor productivity
in Taiwan (US$659) was somewhat higher than that in Korea (Us$541) in the
initial pericd. The combination of higher capitel intensity with lower
industrial labor productivity can imply that i) Korea's industrial
sector is using a capital-using technology with respect to input mix
and output mix than Triveon's industrial sector from the beginning and
that ii) the efficiency of Korea's industrial sector is initially lower.
Some probable causes of this difference may be traced partly to the
Japanese colonial policy which had placed hecvy emphasis on agricultural
development in Taiwan and on wer-related industrialization in Korea and
pertly to the more rczent post-Korean war origin in terms of the initial
industrial development policies which led rapidly to the capital-using

and import- dependent structure cof industrial production,
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The demand and supply of non-agricultural goods can be shown in
the following relation which is a streightforward symmetry to the
relation (2):

3)6 - q=Y"= ¢;%+ B°

(supply) (demanc)
where YA;=(Y/P) is the per capita output of non-agricultural goods and
q is non-agricultural labor proccuctivity.

From row 11 (Takle 1), we find that the initial per capital
industrial output was lower in Korea (US$170) than in Taiwan (US$27¢),
as reflected in the interrelated difference in level of industrial
labor productivity and in fraction of labor force allocated tc non-
agricultural sector in the initial period.

On the demand side, a larger fraction (61%) of Korea's industrial
output was exported from the initial period as compared with Taiwan's
initial industrial expert ratio (36%), presumebly because of Korea's
limited scope for domestic market cutlet for industrizl consumer goods
as reflected in lower per capite GP and in lcwer real wages,

particularly far low agricultural real wagc,

(4) Foreijn Trade

With respect to the volumc of trade, Korea's totel exports as a
fraction of GDP at the initial peint, which indicates her external
orientation is only 4.1%, whereas that of Taiwan is 11.2% (row 13 in

Table 1). The higher degree of external orientaticn in Taiwan at the
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initial point can be traced to the initially higher industrial real
wage and per capita (DP in Taiwan, if we assume the initial similarity
in the basic natural resource endowment,

With respect to the structure of trade, Korea's smell volume of
exports ($11 per capita) was, from the very beginning, dominated by
non-agricultural cemmocities (62%), whereas the exports of Taiwan were
dominated by traditicnal egricultural geods (63.5%), as shown in row 15.

For the analysis of thc import demand during the period of transi-
tion growth, it is useful to break down total imports(M) into industrial
consumer goods imports(Mi) and producers' goods imports(l,), which
includes capital gecds and raw motcrials to be used as inputs in the
incustricl secter(M = Mj + Hp). This breakdewn is quite useful for
the analysis of the phencmencn of "import-substitution(I-S) growth"which
characterizes thc initicl phase of transiticn growth of developing
countries, By impert-substitution crowth we niean an early sub-phase
of the transitional srowth 2-minated by the development of the indigenous
consumer-gzcods industry with traditiconal censumer goods imports(Mi)
cradually being domestically replaced. In the process of import-
substitution growth, the import demand for cepital gex!s and raw
matcrials(ﬂp) is repidly increasinc. Rows 17 and 1€ are intended to
describe the potential for irgpert-subtstituticon growth at the initial
point. Row 17 indicates that Korca impcrted conly 6.5% of her total

demand fcr industriel consumer gecods, the cerresponding fraction for
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Taiwan began 6.3%. Row 12 indicates that the imports of Korea were
dominated, from the beginning, by capital goods and raw materials for
industriel use (about 66%), while the share of industrial consumer
goods in total imports was only 13.3%. Both rows 17 and 18 show that
the imiustrial consumer ;zoods import as a fraction of teotal imports
and as a fraction of total industrial demand was much less important
in Korea than in Taiwan. Together with Korea's lower per capita GDP
and neglegible foreign exchange earnings from her agricultural
exports, this means that the scope of import substituticn of consumer
goods to follow in Koree from the initial point con, in terms of both
domestic narket and import capacity, was much limited, as compared
with the case of Taiwan.

From the ecrly phase of import substitution in the transition
growth, Taiwan's agricultural sector procduced an exported surplus
which provided the import capacity for industrial goods including
both consumer goods and producer's goods, Furthermore, the increased
income generated in the agricultural sector by the increased agricul-
tural exports provided an expanding domestic market for industrial
consunmer goods which had been initially inported and later produced
at home as the impert substitution capacity was being built up. In
the case of Korea, however, as the agriculturcl sector remained
stagnant, the process of industrialization, from the beginning, wes

characterized by a "bilatcral" interaction between incustricl sector
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and foreign sector, From the early phase of transition, Korea
became a net importer of food and obtained foreign exchange
resources, for its industrialization efforts, from foreign savings
and industrial exports.,

Such a situation can be also shown in diagram (e). The initial
Y -curve leads to an initial per capita output of Wj units. This
output is in fact higher than domestic demand WCi, indicating that
Korea's industrial sector is already procducing an exportable surplus,
to partly finance its own import needs., The agricultural sector is
not involved in the process of import financing via trade, To the
extent there is in fact a food deficit, it is already drawing on
the import capacity provided by industrial expcrts and foreign
capital inflow,

In consequence, the industrisal sector, not the agricultural
sector, has been forced to produce an exportable surplus, Industrial
exports together with foreign savings have been used to finance the
import of capital goods and raw materials required in the process of
imgort-substitution growth, s the food gap becomes ever widened,
the industriel sector is burdened with the responsibility of
diverting a part of its import capacity tc finance the import of
foreign grains, This can Le seen by looking into rows 3 and 12,
That is, net food imports on a per cajpita basis increased from

US$¢.3 in the initial year tc US$25.3 toward the terminal year,
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whereas per capita industrial export increased frem US$6.C to US$E9.4

during the same period,

(5) Investment and Savin;:

In our attempt to enalyze the marked structural change observed
tetween the initial and terminal points, lect us first turn to
investment and saving. 1Tne total saving fund variable to investment
is composed of three sources: foreign capital inflow (Sg), the
reinvestment of industrial profits (Si), and agricultural savings(Sa)t

(4) I=S5Sp+35; +5,

The relative propcortions of these contributions may lepend on the
distribution of income, thc rules governing the intcrsectorzl terms
cf trade, and other sociv-eccncmic variables, The total output of
agricultural sector mey be allocated into the following three cr-mponents:
consumption by agricultural workers; agricultural exports; and that
portion which is shipped tc nen-agricultural sector for consumption
by industrial workers. The letter tws types of shinments represcnt
the contribution that agricultural secter makes to "industrial
development" in non-agricultural sector, by nroviding (i) import
capacity (agricultural exports) amnd (ii) food for industrial workers
(intersectoral finance). The total industrial out,ut can be grouped
into the two parts: the woge share and the profit share. The wage
share can be further divided intc the threc components: industrial

consunption by industrial werkers, industrial consumer goods exchanged
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for agricultural goods delivered . by agricultural workers, and domestic
investment goods exchanged for agricultural savings., Thus, investment
goods (I) in non-agricultural sector mey be financed domestically from
the three sources: industricl profits (5i), ~gricultural savings (Sal)
and agricultural exports (Sa2)' With the inflow of foreign capital
(Sf), the total domcstic investment is financed in the way defined in
the relation (4): I =5; + S, (=8,7 + S 5) + Sy

In rows 22-24 of Tatle 1, the relative contribution to the total
investment funds of the three scurces of saving during period of
transition process is presented for Koree and Taiwan. Whilc agricul-
tural saving contributed a substantial positive portion (15.4%) to an
overall negative domestic saving (-4.1%) in Korea in the initial year,
this fell to 0,9% by the termincl year., The relative zgricultural
stagnaticn, or lower level of egricultural productivity, throughout
the transiticn period has led te a heavy reliance »n fereign saving
and industrial saving for capital accumulaticn. Teward the terminal
year, while agriculturcl saving rapidly recuce! te less then cne
percent, foreign scving contributed about L&:, an? industricl saving
about 51%, respectively, to the total capitel f~rmetion in Kerce.
In the case of Taiwan, both agricultural ant industrial saving
expanded steadily, replacin,; the share cf fereign saving from 42% in

the initial yecr to thce point of nct caritel ocutflow (L L),



In terms of the cumuletive contribution to the total investment
of the three sources of saving over the wholc perioad, the contrast
in saving performance between the twe economies is more dramatic.
As shown at b.ttom of Teble 1, Korea's agricultural saving contributed
9.6%, whereas the corres:cnding fizure was 26% in Taiwan. Fcreign
saving financed 65% of total ce;ital formation in Korea as against
5,5% in Taiwan, While industrial saving is a major source (67%) of
investment funds in Taiwan, it has contributed only 2€% in Korea.
In short, the marked difference of saving performance between Korea
and Taiwan can bLe traced to the following: (i) the agricultural
saving contributicn in Korea is much lower Lecause of the low level
of agriculturcl productivity; (ii) agricultural sector's contribution
to industrial finance in Kerea is made mainly through the "demestic
route" of intersectoral finonce (the terms >f trade and taxation);
an? (iii) foreign capital ;lays @ much larger role in the financing

of cdomestic capital formaticn.

(¢) JBtructural Chan:e During the Transition Pericd

Markecd structural chansc ~f thce Korean cccnomy in the course of
the transition process btetween the initial ot terminal years will be
Lriefly characterized below,

. hcellocotion of Lavoer Ferce

v

Desite substantial peopulation growth, the non-agricultural

sector in Korea, as in Teiwan, has srown repilly as reflected in a
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marked shift of laber allocation from the agricultural to the non-
agricultural sector, In diagram (d) the growth of porulation is
represented by the parallel and cutward shift of the population
lines PP to r'P', The allocetion peoints "h' have shifted from L to
L', signifying an increase in 6. Rows 25 and 26 show annual ratc of
growth, between the initial and termincl years, of 2.3 nercent in
pcpulation and 3.1 percent in labor force in Koree, whecreas the sane
fipures for Teciwen are 2.9 percent and 3.7 percent, respectively,

ns we can see from row 2, the ratic of laber force in non-agriculture
(8) increased from 32 vercent in the initial yecr to 49 percent in
the terminal year in Korea. The labor reallccaticn in excess of
labor-force growth rate and an absolu£e decline in agricultural

population <demonstrates the repid pace of Kerea's induscrializaticn.

b. The Role of hgriculture

The initially unfaveratle agriculturel infra-structure énd the
relative gocvernment neglect of agricultural develonment in sublsequent
years have led te o situcaticn of relative cgrzcultural stagnaticn in
Kerea during the transiticn period under chservation., #s row 1 in
Tatle 1 shows, thc annual average gain in agricultural labor
productivity in Koreca has Leen only 4.7 percent, much lower than
Taiwan's more than 7.3 percent prowth. Togcther with rapid industrizlize-
tion anl continuin;; lebor rcallccation, thc lagzging agriculture in

Korea has led to food deficit problems which have been worcening over



time. Increasing volumes of focd imports have oeen required to
provil s a medest increase in the agricultural consumption stanaard
(row 4). In diagrams (a) and (1), this stzgnant sgriculture is
cdepictel by the very small upward shift of the Q-curve and cf the
Q% —curve. The crowing requirement for food imperts is also

Y
indicated by the larpe margin of By (ninus expert) in diagram (b).
Korea'is worscning nroblem of feod deficit is quite a centrast to the
casc¢ of Taiwen which has bLeen exporting food during the entire
trensition period. Dicgram(2) shows fcod imgorts as a percentage of
tctal food consumption in Korea and food exi.crts as o pcrcentage of
tctal food cronsumpticn in Taiwen., In the case of Taiwan, centinuous
gains in arricultural proluctivity, ‘'hich led te large import capacity
througch azricultural cxports, finonced in censiterable part ranid
growth, inlustrializotion and lobosr reallocaticn, In the case of
Forea, howevcer, rapii! industrizlizeticon, growth cnd labor recllccation
werc finenced in consilerable part Ly the inflow =2f fereign capitzal,
Thus, it is the essenticl iiffercnce between Kercan and Taiwen in the
industrializaticn _.rccess thot Kerea's gjricultural scctor was "pulled
aleng" Ly a lynaniic industrial scct-or rether then providing a strong
"-ush" for industriclizetion, as in the case »f Taiwan, s will be
Jdiscussed late, Korea's cgriculture, instead <f moking centributicn
tc industrialization, has greduelly becime an important constraint on

further industrizl exransion.



c. Real Wapges and Per Capita Consumption

Looking into the trents in rcel wages en’ jer ca
standards cover timc, rcal wages in “cth agricultural
ofter

rectors show a marxed rise only in recent yeors

stable trend throughcut the first half of 190's, anl the censumpticn
per head of fowdis, instcad of zpricultural ;ooos in general, did act
increasc much., Hence, the incrcosce in recl woies froooere 2i'-1, 's
(since 1955/(5) has been reflected ler-cly in an increcasc in the
consunyption per hecd of inlustricl <.

as to the trends in the intersectoral tc of trale, it is
noted tnat the industrial sector's terms of tradce besan to worsen
sincc 1963 and increasingly so in recent yeors, rcflectin-s the
lagiing perfermance <f agriculture which has led to increasing foc
imports.

With the existerce ~f underern,lcyel lal r ¢ n.itions, it ey
expected that increase in lahcr preductivity will te followeld Ly
mcderate increase in recl vage, This L.int s« t- be cunfirmed in
the case of Korea, Wwhile agriculrural laicor rroouctivity has increase”
at an annual avercge rate «f 4.7 rercent, viclding on increase of 176
sercent over the entire pericd, the agriculturcl real wagoce hos increrscd

at an annuel cverage rate of 3.5 ercent, yiciling an
percent cver the szpme pericd, The sime lagsing trend
relative tc labor productivity is als:o noted

in the in.lustric

cita consumption
an! inlustrial

relatively

incrense o8 153
in real wase
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While industrial labor preductivity hes increased only Ly 3.4 percent
annually or Ly 150 percent over the period as & whele, the industrial
real wage has increcased at an annucl average rate of 2,0 percent or by
147 percent cver the pericc. The lageing trend of rcel wage behind
labor preductivity is also ncted in the case of Teiwen,

Such 2 trend in rcel wage relative to lator preluctivity has a
direct consequence fcr inccme distribution and saving capacity. s
the increase in rezl wages in beth sscters lags behind preductivity
geins, the distributicn of inceme favers the property class in both
sectors. Topgcther with this trend, cccelerated industrial growth in
Korea has contributed to rapid increase in the econonmy's saving

capacity. ss alrealdy indicated, a sharp increcse in dcriestic savings

frem negative to a satisfactory saving ratic of 17 percent in Korea
has been almost whelly based on the increasing contribution from the
non-agricultural secter's profits,

Once agein, the rclative stagnaticn of Korea's agriculture and
the resulting focd imports have had obvicus counsequences for ccnsump-
ticn standerd, saving capacity and real wages, First, through food
imgort, Korca had oveided ostherwise marke? increase in food prices,
henee ctherwise much worscning terms of trede 2zcinst the industrial
sectcr as well as ctherwisc imch more severe cecline in cconsumption

stendard amt ctherwise¢ much sharper increasc in industrial real wage.

Sceond, the relative agriculturcl stagnetisn has preduced negligible



saving contributions. Over the period under observetion, the
agricultural saving contribution has am>unted tc 9.6 percent of total
savings, showing a sherp decline from 17 percent in the initial yeor
to 0.9 percent in thce terminal ycar, The saving gep left by the
failure of agriculture's contritution had to be filled by foreign
savings which still occupies 4U percent of the total investment funls
in the terminal ycar,

d, Performance of Industrial Grewth and Trade

New returning to the relation (3), we can see that a ‘rematic
increase in the proporticn of the populaticn in the commercialized
nen-agricultural sector (8) an¢ in productivity <r ncn-agricultural
laber (q) would lead to a large increase in the per capite
industrial gocds Y?

as rows 1 and 10 shew, a rapii increase in the reallocation of
labor from inefficient agricultural to non-agricultural secter and a
rapid increase in n-n-2gricultural lelor productivity (from USHS541 to
USSC1h) in Kerea Juring the transiticn pericl led t: 2 substantial

sads (frem US$169.9

>

increase in the per ceapitc ~utput -f incustrizl
to US$399.7), which, in turn, resulted in the rapid ;rowth of industricl
export and inlustriel cutput per copita. Industrial output per head

has increescd at thc ennual rate ~f 7,1 percent, yielding an increase

cf 235 percent Jduring the transition period, and the drametic change

in the cxtent of external oricntation of the industrizl secter is

reflected in the increasing share of incustrial geods in experts,
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which has increased from 36.5 percent in the initial year to 90.3
percent in the terminal year,

In the course of import suLstitution preccess in carly years,
whereas Taiwan continued to employ more labor intensive technology
from the beginning, Korea used initially more capital-intensive
technology, as shown in row 9. The capital labor retio in the
initial period for Taiwan was US$2,650, and that for Korea was
USSL,800. h convergence of capital-labor ratioss for thc two countrics
in the course of export substitution prccess is noted, While Taiwan's
ratio has gradually increased, Korea's ratic has steadily decreased,
The aggregate capital-labor ratio, if considered as a crude index for
factor intensity at all, in the case of Korca, steadily decreased
fron USSL,800 in 1955/57 to US$2,£90 in 1967/6¢ and since 196&
steadily increased again, indicating the recent shift from cerlier
liberalization policies and labor-intensive exports toward more
capital-intensive backward-linkage types of import substitution and
export promotion,

In Korea, as there was relatively less scope for consumer goods
import substitutien from the beginning, as reflecte! in lowver per
capita GDP and lower agricultural productivity, the shift toward
expert substitution was not so much from "land-based" agricultural
export to "labor-basecd" industrial goods. Moreover, as capital

resources fer industrialization efforts came more frem foreign capital



and industrial sector than from agricultural sector, the acceleratiocn
of industrial export came from thc shift toward non-traditional
industrial export from traditional non-agricultural export, The
absence of agricultural contribution to the process of industrial
growth through agricultural export placed constraint on the import
capacity and the resulting problems of balence of payments have

become more severe in recent years,
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II, DYN.MIC ASPECTS OF THE GROWTH PATH: TURNING POINTS

In this section, an cttempt will be made to briefly describe
the process of continuous change over the transition period under
observation Ly identifying the turning points by which the various
sub~phase of the transition process can be marked off, So far the
four turning points have Leen identified, namely, the export
substitution point, reversal pcint, commercialization point, and
switching point. The time-series data on import-export, GNP, labor
force, labor allocation, wage rate and cther relevant data are
organized under the four headings, trade, aggregate, labor force
and real wage, These time series are plotted in diagram 3 to
rortray the actual pattern of the transition growth of the Korean
economy.

Frcem the trade-related data in Table 2, we can identify the
export substitution pcint (arcund 1964) which marks off the import
substitution phese (before 19(4) and the cxport substitution phase
(after 1964). In the import substitution phase, the dominant
growth-propelling force is "import substitution" as can Le inferred
from curves (1) and (2). First, the importaticn of industrial
consumer goods decreases relative to that ¢f producer goods
(capitalAgoods and industrial raw materials), as reflected in the

fast leclining ratio of incdustrial consumer goods imports to total
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industrial goods imports curve (1), Second, the imported capital
goods and raw materials are used for the building up of demestic
productive capacity which will substitute the previously imported
goods for the domestically produced goods, thereby decreasing a
fraction of consumer goods imports in the tctal consumption of
industrial ccnsumer goods as shown in curve (2). The fact that
both curves (1) and (2) turn up arcun? 19(L indicates that the
import substitution process has terminated, cr accurctely, the
import substitution is no longer the prowth-propelling force, and
that a new growth phase propelled by inustrial exports is entered.
During the export substitution phasec, the ratio of industrial
(non-a;ricultural) exports to the total exports is ropidly increasing
as shown in curve (3)., Korea started with high ratio of non-
agricultural exports to totcl exports from the beginning cs a
ccnsequence of her econcmy's relatively weak cgricultural base,
In the case »f Taiwan, industrial expcrts became dominant for the
first time at the export substitution peint (arcund 1959), rapidly
replacing the agricultural cxpcrts which had previously cominated
her export trade., In the case of Korea, expot substitution means,
in & large sense, a shift from troditional nen-cgricultural primary
gcods exports (e.g. mining) to non-traditicnal non-cgricultural
exports (e.g. labor intensive menufactures zoods).  In any cese,

export substitution that the ccuntry has, for the first time, has
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developed the cajpacity to export the labor-based industrial goods
substituting the land-based primary gcods export,

We may consider two impertont factors that led to the cccurance
of such an export substitution point: one is thc maturation of
entrepreneural capability during the previous import substitution
phase and the shift in government jclicies from direct controls
te a more market- and export-criented system. Such a policy shift
was in fact achieved by o sct of devaluation, import liberalization
and interest rate reforms adepted around 1964 in both Korea and
Taiwan. Entrepreneurs whc emerged under the protective policy for
import substitution and who were later able to survive the competitive
environnent were now in a position to tzke advantage of the abundant
supply of cheap labor for production and export of labor-intensive
industrial gocds. In the course of the shift from land-based
production and export te labor-based praoduction and export, the
rate ~f prowth of GF show a definite tedcncy for acceleration,
whereas the ratc »f growth of GDP tended to somewhat decline as the
growth propelling force of import substituti-n was exhausted, as
reflected in curve (5). The fast srowth ~f GDF was directly
accompanied by the fost rise in the exgort ratic (indicating
external orientaticn). In the condition of initial labor surplus
and unilerutilized labor force, more cutput (prowth) was made possible

by mcre utilization of labor force (enployment), which was made
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utilization of labor is successfully persued, it is natural to
expect the arrival of the exhaustion surplus labor cr underemployed
labor at some point in the transition process., From this point on,
with labor now becoming a scerce factor, real wages are expected to
rise sharply in both industrial and agricultural sectors morec cr
less in line with the marginal preductivity of labor, Therefore,
the accepted rule of empirical verification of the commercialization
point is to look into a marked turning point in the trend of real
wage rates. It is expected that annual rete of increase in real
wage is moderate before the commercialization point and starts to
accelerate after the commercial point. In the case of Taiwan, it
appear that the commercializetion point may have been reached toward
the end of the 19¢C's, In the case of Korea, the movement of real
wage rates showsrathcer a confusing picture. #s depicted in curves
(9), (9-a) and (9-2), the weirhted average real wages for the
cconomy &S a whcle started upwerd creep from the 19C4 on ward.

This implies that the commercialization point was started
simultencously with the expert substitution point. However, the
novement of individual series of agricultural and ncn-azricultural
wage rates indicates different pecints of time fer upwarcd creep of
real wages, That Korca enterel the state of labor shortage at the
time »f the export substitution point (around 19(4) cannot be simply

acceptable, The upwerd creep of real wages from the mid 1960's on

Previous Pugs Blank



may Le traced to sharp increase in fool »rices which began
approximately ot the same point of time., Thc sharp upward shift
in grain prices may be, in turn, traced tc set of facters, such

as feood shortage caused Ly crop failures and stagnant agriculture,
and government grein price policy for c.ntinucus increase in grain
purchase prices. At any rate, the import of foreign grains could
no longer completely avoid scme sign =f food shortage.

Ancther turning point which should be referred teo is the
switching point.at which an cpen lualistic labor surplus economy
with a poor natural resource base will beccme sooner or later a
'ggg importer of food. Korea had become already a net importer of
food from the initial peint on long before her economy reached the
export substitution peint. One the other hand, Teiwan still remains
a net exporter, extending her agricultural productivity lonz after
the export-substitution point occurred around 155%. Inspite of its
superior perf rmance, Teiwan's agricultural sccter is reaching its
natural limits, evidenced by the declining rete <f growth of
agricultural production and the decling level <f »er cepita
arricultural experts.

The fact that the postwar Korean econcmy sterted with a net
importer from the beginning (the switching point hod already
occurred in 1950's), the early accurrance -f the reversal point

at the time of export substitution (arcund 16(4), and the upward
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trend in real wage rate started from 19(5 on are all symptoms of
the poor performance of egriculture in Korea, It is precisely this
difference in the performance of the agricultural sector that the
growth pattern of the Korean eccnomy Qiffers from that of the
Taiwanese economy in a fundemental sensc, despite many apparent
similarities in other initial structural characteristics between

the two econonies.
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TiBLE 2. Continued
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IIT. Conclusions and Policy Tmnlicotions

(1) Growtn Fottern anl Policy Rules in Different Subphase of

Transition Growth

In the course of our analysis of the process of transition
growth in on economy like Korea in the previous two sections, we
have shown that there exists an "idealized" <development path which
will permit the continuous generation of employment and growth as the
same process of transition. In the course of the "ideal" path, we' -
attempted to identify four meaningful turning points which will mark
off the verious subphases of transition growth. Development policics
and stratecgies must be desizned to be relevant and sensitive to the
particular stage (or subphise) in which a country finds hers$elf at a
particular time. The pattern f res~urces encowment and¢ particular
subphase and ils relevent policy rules will be outlined below:

1) The first important turning pcint which morks off the

different subphases is the export substitution pcint. st this point,

gradual changes in the economy's resource cnd-wment and the government's
package of policies during the subphase of inort substitution, fuelled
mainly Ly traditicnel land-based exports, now nermits & shift to the
subphase »f export substituticn, fuelled by non-traditional latcr-
intensive exports. Once the export substitution point is rcached,

the outlet for abundant surplus lebor is fount through industrial
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export trade, and the problem of efficient utilization of labor in the
industrial sector becomes increasingly important. /4 package of government
policy measures, including high protective tariffs, exchange controls,
low intecrest rates, overvalued comestic currencies, direct subsidies
and price inflaticn, adonted to facilitate the process of import-
substitution growth need to be changed at the turning point of export
substitution. The basic development strategy in facilitating the
natural transition toward export substitution calls for the following
*wo policy prerequisities:
(i) A set of liberalizaticn policies, or the dismantling
of the various existing direct ccntrcl measures adopted
curing the import-substitution subphase so as to create a
morket-oriented system which will reflect the relative
price structure corresponding to the factor proportions
endowed in the econony. This condition nust be fulfilled,
for it is the market-oriented system that is most conducive
to the raticnal chnice of domestic entrcpreneurs in sceking
cfficient utilizaticn of lavor force in technclogy ana output-
mix,
(ii) More positive govermment policies must be centered on
the modernizotion ~f agricultural secter, so as to pernmit
Korea's agricultural sector to generate agricultural savings

and export earnings and¢ to release labor force to the
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export trade, and the problem of efficient utilization of labor in the
industrial sector becomes increasingly important. i package of government
policy measures, including high protective tariffs, exchange controls,
low interest rates, overvalued domestic currencies, direct subsidies
and price inflation, adonte! to facilitate the process of import-
substitution growth need to be changed at the turning point of export
substitution. The basic development strategy in facilitating the
natural transition toward export substitution calls for the following
*wo policy prerequisities:
(i) 4 set of liberslizaticn policies, or the dismantling
of the various existinyg direct ccentrcl measures adoptec
curing the import-substituticn subphase so as to create a
norket-oriented system which will reflect the relotive
price structure corresponding to the factor proportions
endowe. in the economy. This condition nust be fulfilled,
for it is thc market-oriented system that is most conducive
to the raticnal chonice of domestic entrcepreneurs in secking
cfficient utilization of labor force in technclogy ana output-
mix,
(ii) More positive govermment policies must e centered on
the modernization ~f agricultural secter, s> as to pernmit
Korea's agricultural sector to generate agricultural savings

and export earnings and to release labLor force to the
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industrial sector. As shown in Section II, the export

substitution point is reached around 1%G4, This was

confirmed by the movement of the time series of major

growth-relevant variables which show & definite shift

around 19(4 and also Ly the major shift toward a set of

liberalization policies which tock effect around 19G3/Ch.

2) There is the most important turning point, that is, the
cormercialization point which signifies the end of the labor surplus
condition which has been inherited from the pre-modern epoch, When
this point is reached, the econony is said to have solved its
unemployment problem in the course toward economic maturity., From
the commercialization point on, a most observable phenomenon is a
sustained increase in the real wage accompanied by relative reduction
in the saving rate and a relative decline in the importance of foreign
trade for growth, st this pcint, a large number of efficiency-oriented
entrepreneurs will seek a more skill- and capital-intensive technology
and output mix, Helevant government policy package is to put a heavy
ciaphasis on ecducation and human capital develcopment to provide an
adequate supply of hish-quality manpower.

3) inother turning point is what is called switching point
at which a small open duclistic laber surplus economy with poor
agricultural base is likely to move from the successful exploitation

of its agricultural potential to its natural lcng term position as &
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net importer of foods, The switching print significs that the
economy will ultimetely hove to accelercte its industrial exports

to import the neceded food and agricultural row materials., Once
this point occurs, the eccnomy must develep a higher foreign
exchange earning capacity thr-ugh development of more humcn skills
and capital, The simple exportation of labor services alone will no
longer suffice tc increase high per capita foreign exchange earning
capacity. The relecvant policy requirement is to place a greater
cmphasis on labor quality thrcugh monpower development (education
and training), as in the case of the commercielization poeint.

L) In the process of tronsition growth, the reversal pcint

is likely to occur at which the size of the agricultural laboer force
besins an absolute decline, When this point cccurs, the crucicl
policy question is an assessment of the likely duration of the
export suvstitution phase, thet is, the Jduration of continucus
reliance on laber intensive exgerts tc provide the major source of
generation and growth of empleyment and cutput. If commercializa-
tion point has alrcady occurred, it may be necessary to¢ prolong the
cduration of the export substitution sub-phase through the moderniza-
tion of agriculture which will provide additional supply of
rclatively cheap labor. In this cese, the relevant policy focus
mey shift to labor-saving techniques in agriculture in order to
prolnng labor-using techniques in industry, vhich is indeec

beccming the pelicy issue in Teiwan at present.
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(2) The Case of Korean Growth Experience

lie have so far attempted to summerize a set of "idealized"
growth rules and relevant policy shifts in various subphascs of
transition growth. Now it will be most mecaningful and instructive
to compare and contrast Korea's actual perfcormence to the aforemen-
tioned "idealized" growth pattern and policy shifts. In the case
of Korea, as we have seen in Secticn II, export substitution point
was reached around 19(4, a few years after Taoiwan had reached that
point arcund 1960, Whercas the commercialization point seems
clearly to have already reached in Taiwan, it is doubtful or at
least debatable in the case of Korea whether or nct the bepinning
of marked real wage increases occurred arcun! the mid- 19{0's have
led to the "commercializaticn point" marking the end of her labor
surplus condition. Sharp increases in real weges in Leth agricul-
tural and non-agricultural sectors in Kerea in recent years may
signify the "premature" shortage of labor which has much to dc¢ with
the lagging performance of her agricultural sector. uos to the
switching point, Korea bLecame a net food importer from the beginning
of the transition period under observation, whereas Taiwan remcins a
net exporter of food tc date, still extending her agricultural
nrxiuctivity long after the cxport-substitution point cccurred
around 19¢0C., The reversal point was rcached in Korean aroumnd

19(5-(6 when real wages tegen to rise rather sharply. In Toiwan



the reversal point was reached a few years chead of the commercializa-
tion point,

Despite or behind the apparent similerities between Kerea and
Taiwan which seem to be on an "idealized" path of transition growth,
there is the most fundamental difference in the growth pattern of
the countries, which has in fact led t¢ 2 markec deviation of the
Korean path from the ideclized pattern of growth stated above,

That fundamcntel difference lies in the performance of the agricultural
scctor, In the casc c¢f Korea, the agricultural sector has not yet
fulfilled its "histcrical" mission. &s a result, throughcut the
import substitution subphasc which permitted the maturation of
indigenous industrial entreprencurs, the potential sources of
industrial growth were not much generatec from the agriculturcl

side, #Aifter the export substitution pointed was reached, continuous
rapid industrial growth was largely fuelled Ly forcign capital rather
than agricultural surplus. The relatively stagnant agricultural
sector failed to permit the industrial secter at  fairly stable recl
wages for labor intensive incustrial production amd export. In the
absense of agricultural contribution to the continued inlustrial
expansion, it was the industrial sector which not only had to pay
for its own continued expansion, but also for the focd imports which
was ever-increasing. In other werds, in a sharp contrast tc the

idealized growth pattern deiicted above,the industrial scctor has
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to "pull" o dragging agricultural sector 2long with it, rathcr than
getting the benefit of "push" frem it,

Such a heavy burden placed on the industricl sector, due to
failure of agricultural sector's "push", has in turn brought about,
{listortions in the pattern of industrial growth., First, the
industrial export drive has been pushed far beyond the point of
efficiency, as evidenced by negative velue added culminated in
certain export incustries. Seccnrl, the iaported raw materisl
component and capital intensity cf exp-rts have been rising,
together with the expansion «f backwerd linkage type <f import
substitution in the areas of ccnsumer curabless ami intermediate
goods, It is important tvo note that the inlustrial export promotion
and the expansion of import-substitution industries in consumer
durables and intermediate foods have been pursued under the same
policy package which establishes a number of subsidies and
incentives, including tariff reductions and exem;tions for raw
materials and capital. goods, tax reducticn and exemptions, pref-
erential intcrest rates, raw meterieal impcrt wastage allowence
and other direct subsidies.

In sum, thc asricultural sector's failure to fulfill its
historical rcle in Korea has affected the pattern of the :rowth cof

the industrial sector. Instead of moving first te laber-intensive,

cu

then to skill-intensive, ond [inaliy t . capital intensive preduction
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and exports, in the sequential order of various subphasces cf transi-
tion growth presented in the previous scctions, Korea has attempted

to meve into some fairly technolopy- and cajital-intensive industries,
while continucus growth of lebor intensive export will previde the
major scurce of employment generation and cutput srowth for years to
come, furthermorc, to keep the process going, Kurea has been forced
to secure an increasing inflow of foreisn lcans and private foréign
investments. The increasing import intensity of industricl procuction
an! exports, the heavy foreign debt structurc end the growing food gap
are 211 syvmrt s ~f lifficultics chezl an?! £ a narke’l  ovie-
tion cf the Korean growth pattern from the ilealized groewth pottern

depicted in the open dualistic model presentegl in the text,

(3) Baaic Policy Directions

Development pelicy and strategy in the context of the Korean
economy must Le sensitive an! rclevent to the export-substituticn
subphase in which the Kcrean eccnomy has foun! itself since the mid-
16{0's. The basic policy dirccticn must ¥e fr.cused cn the creation
of a set of policy conditions conlucive to continue!! cxponsicn of
lalor-intensive industricl praaucti n end exports which [r-vi.cs the
nejor source of emplcyment peneraticn and outjut rrowth fer the yeers
to cume, Efficient import substitution palicy peckege must bLe desipned

to stimulate industrial entreprencurs to seek, utilize ani extend
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labor-using technclogy and output-mix anti to cnablc the agricul-
tural scctor tc play out its histerical role in ordder te keep the
actural pattern of industrial growth in tune with thce econmny's
changing rescurce entdowment and alcng the ideal path of export-
substituticn growth as suggested in cur enalysis. Our critical
anzlysis of the Kerea's srowth cxpericnce $usests-the following
pclicy directions which are relevant to Korca's cxport-substituticn
subphase and which have tc be given top priority for develspment
rolicy and strategy.

(1) The highest order of priority should be given to

the mrdernization of cericulture. Kerca is still feced

with the preblen of building up the infra-structure in

her a;gricultural sector ant? utilizing the relatively

uncxplored agricultural preocuctivity reserves, By

infrastructure is mcant nst only irrigation, roadnetwerk

3

and other physicel investments but @iso the creaticn of

2 totel instituticnel milieu coniucive te agricultural
sroductivitr increase.,  If the [reveiling view thet there
existsa sulstenticl potontieal for further acricultura
oroluctivity increase throu h see'/fortilizer rov uiion
with-ut the nccd for extensive mechanization is nuet off the

nmark, the feasivle appreoach toward activating the agricul-

turnl proiuctivity reserves would certeinly net call for
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capital-intensive neesures, agricultural levelcpment mainly
through labor-intensive measures ont sce'/fertilizers revolu-
ti-ns will ¢ ntribute to incrcesed lomestic saving, relcase
telance »f payment sressurcs throwh roluction in impert
demond for feol, anl, st dmortontly, provide adlditional
supply of relativ.ly cheap lalor for yeors to cumc.

(ii) Lificient cxport-substitution pelicy uackoge eslls

for dismontling: the oxisting: syston . £ ircet controls,
subsilics and incentives ailnytel duwring the import-sulstitu-
tion surmphase and reteined for wxpert promctisne o oset f
1iteralizaticn neesures in the ereas of foreign exchange
rates, intercst rates, yrices an! woges an: import trade
woul!l tend te correct the distortiens in the industrial
scetor ant weuld create a more ierket-criented institu-
ticnal pdlicu condiucive t~ the raticnel chcice of leter
intensive technolopy and utput-mix which is called for by
the ecnopy's irue picturc »f ressurcce cho.wnent,

(iii) In vicw of Kerca's urban-criente? inlustrial scei:r,
wirich has het very little "conncctivity!" with thv ruwrzl
sceter, olicy onphosis shoul. oo cls~ [ locel Lna ~ct O F
mecasures to increasc thoe contacts cetvween twe seectors and
Yetween lorce—-scecle and smell-moeliwn industries., kegionel

Jisjersizn <f intustrial Losces and promccion cf sul-conircctin
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systom between urban-oricented lerge industrics amed srall
end medium industries reaching out into the country side
would not only helr relucing industrial cepitel intensity
but also increasc fermers' perceptisn of investnent
opportunitics outside of arsriculture anc thceir incentives
to accept new technology.

(iv) Vihile efficient export-substitution pelicy packesc
shoulc be pursued with a view to mainteining the ¢ ntinucd
growth based on labor-intensive exports, the poelicy of
labor utilization will have tc be irzluelly Qirected toward
develepment of humen skills and training to provide alequete
supply of skilled manpower in an e¢ffort to extend the Jura-

tion of export-substitution srowth [hase,
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STATISTICKnL #PrENDIX

Basic dete for this stuly zore ctllceted and
abulatel in accordance with the framework
«f "open duclistic! ceoneny-tyne notional
income accounting.  From these tables of
natisnal income acccunting cnd other
aveilable informetion, 21l the inlices
present,cd in desic Data Sheets ant
Indicators Sheets arc constructoed,

Basic data con be agpregeted inte the
following eight sectors which can bhe

als» expresse! in terms of 3-i;it SITC
systems

i. agriculture, forestry, fishery,
mining; and enerries
ii, a) the agriculturzl portion{nzterials)and
b) industrial portion (volue added) of
rocessed feorl, talacec ,o leverage

1ii, raw mcteriels

iv. non=lurable consumer .nods

v, durable c .nsunmcr poods
. Sservices
capital joaods
. constructi-n meterizls

<
et
fe B
e Foe jaie

nrriculturnl scetor Jefincl as primory-
qrodfucts producing (or lent-basct) sceter
in this stuly covers the scetors 1 oard iia,
whercas non-2pricultural sccter (or
industrial sceter) is then to cover 211 the
remcining secters from 11t threugsh viii,




INDICATOR SHEET (I)

1 Industrial Labor

il Agricultural Labor

i1l Agricultural Labor

iv Per Capita Net

Allocation Ratio Allocation Ratio Productivity Agricultural Exports

Q = WP 1-QelL/P r s Q/L Fa’ » Fa/P
Year (%) (2) won (US$) Won (US$)
1955 25,52 74448 44,538(179; 2% 0.01)
1956 32:18 31.96 67.82 68.04 47,599(192) 49,281(198) -1,333( -5.37) —2,0602 -8.303
1957 38.18 35.66 61.82 64.34 55,707(224) 53,179(214)  -4,849(-19.53) -2,928(-11.79
1958 36,61 36.91 63.39 63.09 56,231(226) 55,242(222) -2,601(-10.48) -2,558(~-10.30)
1959 35.93 36.68 64.07 63.32 53,7882217) 53,711&2163 -225( -0.913 -1,513( -6.09)
1960 37.50 37.43 62.50 62,57 51,115(206) 54,550(220) -1,713( -6.90 -1,194& -4.81§
1961 38,86 39.50 61.1, 60.50 58,746(237) 55,915(225) -1,644( -6.62) -1,835( -7.39
1962 42,13 40.81 57.87 59.19 57,883(233) 58,803(2373 -2,149( -8.65) -2,713(-10.93
1963 41.45 42.04 58.55 57.96 59,779(241) 62,533(252 -4,347(-17.513 -3,022(-12.17
196/ 42,55 43,09 57.45 56.91 69,937(282) 67,908(273) -2,569(-10.35) -3,086(-12.43
1965 45,27 44,52 54,73 55.48 74,009(298) 175,212(303) -2,343( -9.44) -2,208( -8.89
1966 45.73 £46.27 54.27 53.73 81,690(329) 79,087(319) -1,711( -6.89) -2,625(-10.57)
1967 47.81 47.59 52.19 52.41 81,561(328) 82,247(331) -3,822(-15.39; -3,981(-16.03)
1968 49.24 48.99 50.76 51.01 83,491(336) 86,577(349) ~6,410(-25.82) -6,274(-25.27)
1969 49.93 50,07 94.,680(381) -8,589(-34.59)
Note: 1965 constant won prices

1965 constant dollar prices

-Sg-



INDICATOR SHEET (II)

v Per Capita Consumption

of Agricultural goods

va Per Capita Consump-
tion of Staples

vi Per Capital Consump-
tion of Industrial

vii Per Capita G.D.P.

Ca® = Ca/P Goods (Ci*a Ci GDP* = GDP/x

Year won(USH) won USé§ won (U 31 /®? won (USH)

1955 33, 171(134; 32,787(132) 32,093(129) 20,681( 83)

1956 33,616(135) 35,357(142)  30,303(124) 32,860(132) 37,313(150) 34,638(140) 20,164( 81) 20,715( 83)

)57 39,285(158) 37,049(149)  34,989(141) 33,508(135)  34,507(139) 36,051(145) 21,300( 86) 21,105( 85)

158 38,245(154) 37,405 151) 34,733(140) 34, ,172(138) 36 333(146) 37,230(150) 21, J850( &8 21, 751£ 88

1159 34, 685 140) 35,530(143)  32,794(132) 32,441(131)  40,849(165) 32, '370(155)  22,102( €9) 21,969
‘A0 33, 659 136) 35,332(142) 29,795(120) 32,271(130) 37, 928(153% 38 233(154) 21 955( 88) 22 142( 89
AL 37, 6522152 35,651 144) 34, 225(138§ 31 651(127)  35,923(245 37,951(153 22,368 90) 22 229( 90
52 35,643(144) 37,548(151)  30,934(125) 32,887(132)  40,002(141) 37,747(152) 22,365( 90 22,825( 92

143 39,349(158) 39,247(158) 33,501(1352 33,844)136 37,317(150) 35,375(155) 23,742( 96) 23,739( 96;
8, 42,748(172) 11,647(164)  37,096(149) 35,383(142)  37,807(152) 39,362(159) 25,110(101) 25,017(101
5 42,844(173) 43,879(177) 35,553(143; 37,135(150) 42, )963(173) 40,793(1&4)  26,200(106) 26 763(1083
"6 45,045(185) 45,091(182)  38,756(156) 37,003(149)  41,608(168) 45,312(182) 28, ,980(117) 28,477(115
V7 46,385(187) 47,074(190)  36,700(148) 37,498(151; 51,364(207) 49,875(201) 30, 251(122; 30, 8892 g
8 48,792(197) 50,391(203)  37,037(149) 39,194(158)  56,653(228) 56,172(226)  33,436(135) 33,880(136
29 55,996(226) 43,846(177) 60, 500(244) 37,953(153)

i
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INDICATOR SHEET (III)

viii Internal Terms  ix Industrial Wage in Terms x Wage Gop xa Wege Differenticl
of Trade of Agricultural Goods g=W' -~ Wa Wt Ma
- = Pa/Pi WY o= Wi/ won (US$) times

Year (19¢€5=100)(%) won (US$)
1955 80.31 68;,644(276) 11,827(48) 1.21
1956 104.85  96.07 51,617(208)  57,452(231) 719(3) ¢,921(36) 1.01  1.20
1557 103.06  97.84 52,074(210)  57,803(233) 4,216(57)  9,075(37) 1.3¢  1.20
195 85.62  85.73 69,699(281)  69,617(280) 12,291(50)  12,603(51) 1.21  1.25
1959 68.52 76,73 87,058(351)  76,342(307) 11,302(46)  10,647(43) 1.15  1.16
1250 76.05  75.59 72,268(291)  76,457(308) C,349(34)  9,973(40) - 1.13  1..15
1561 82.20  80.83 70,044(282)  68,046(274) 10,266(41)  7,204(29) 1,17 1.12
152 94.23  92.48 61,827(249)  61,728(249) 3,235(13)  5,306(21) 1.06 1,09
1003 111.01  102.16 53,314(215)  55,705(224) 2,416(10)  3,176(13) 1,05 1.02
1 O 111.24  107.42 51,974(209)  5L4,824(221) -2,475(~10) -20(~0,1) 0.95 1.00
1y 35, 100.00  102.92 59,184(238)  58,423(235) 0(0)  -1,156(-5) 1.00 0.98
26 97.52  100.19 64,110(258)  64,287(259) ~992(=~4) -224(-1) 0.9¢  0.99
IR Y 103.05 103.32 69,566(280)  68,859(277) 321(1) ~503(=2) 1,00 0.99
168 109.38  110.53 72,902(294)  172,537(292) -1,078(-4)  -1,443(=6) 0.99 0.98
1769 119.15 75,142(303) =3,573(-14) G.95

—Ag_



INDICATOR SHEET (IV)

xi Weighted Wage

xii Industrial Capital-

xii-a Industrial

xiii Industrial Labor

W=+ (1 -Q)Wa Labor Ratio Cepital- Productivity
Won (US$) k¥ = KM output Ratio q=Y/M
thou. won (US$) K/Y won (US$)

Yeor times
1955 59,¢35(241) 1,440(5,799) 9449 151,730(611)
1956  51,129(206) 51,423(207)  1,171(4,716) 1,194(4,809) 8.61 8.83 135,976{548) 134,408(541)
1957  43,350(174) 52,114(210) 970(3,907) 1,045(4,205) 8.40 8.20 115,518(465) 125,853(507)
1958 61,908(249) 61,677(248) 993(3,999)  985(3,967) 7.88 7,85 126,065(508) 125,970(507)
1959 79,817(521) 69,592(200) 991(3,991)  956(3,850) 7.27 T7.43 136,326(549) 128,740(518)
1960  67,050(270) 70,211(223) 884 (3,560)  917(3,693) 7ol 7.26 123,830(499) 126,356(509}
1961 63,766(257) 63,590(256) 876(3,528)  852(3,431) 7.37 7.06 116,911(479) 120,765(L86)
1962 59,955(241) 58,540(236) - 796(3,206)  821(3,306) 6.66 6,71 119,554(481) 122,697(494)
1963 51,900(209) 55,084(222) 791(3,186)  784(3,157) 6,10 6,29 129,626(522) 124,811(503)
1964 53,356(215) 54;c27(221) 765(3,081)  756(3,045) 6,11 5.85 125,252(504) 129,527(522)
1965  59,1€4(23¢) 59,076(232) 712(2,868)  733(2,952) 5.33 5.38 133,702(538) 137,616(554)
1966  64,649(260) 64;,411(259) 722(2,908)  716(2,884) 469 4.70 153,900(620) 154,078(621)
1967  69,359(279) 69,166(279) 715(2,880)  719(2,896) 409 4,13 174,632(703)  176,168(709)
1968 73,449(296) 73,260(295) 720(2,900)  732(2,948) 3.60 3.66 199,972(805) 202,185(814)
1969  76,931(310) 760(3,061) 3.28 231,951(934)

_ag—



INDICATOR SHEET (V)

xiv Per Capital Industrial xv Per Capita Industrial xv! Export xvil Per Capital Exports
Output Exports Ratio
= Y/P E/GDP E° = E/P
won - (US8) Ei*- Fi/P (%) won (US3)

Year won (US3)

1955 38, 721(156; 1,738( 17.00) 4.21 2,703( 10.89)

1956  43,751(176) 42,194(170) 1,366( 5.50) 1,692( 6.81) 3.82 4.10 2,516( 10.13) 2,732(11.00
1957  44,109(178) 44,671(180) 1,973( 7.95) 1,910( 7.69) 4.27 4.28  2,977( 11.93) 2,960(11.92
1958 1.6 153(186) 46, 416 187) 2,392§ 9.63g 2, 301§ 9.27) 475 4.71 3,386 13‘61.; 3,349(13.49
1959  48,985(197) 47,191(190)  2,539( 10.23) 2,462( 9.92) 5.12 5.18  3,683( 14.83) 3,633(14.63
1960 L6, 436(187 L7, 209§190) 2,456( 9.89; 2 769(11 15) 5,66 5.83 3,831( 15.43) 4,117(16.58
1961  46,207(186 L7,672(192)  3,313( 13.34) 3,198(12.88) 6.72 6.57  4,837( 19.48) 4,638(18.68
1962 50, 3732203 50, 1022202; 3, 8242 15.40; 3,771515 19; 7.33 7.09 ~5,246{ 21.13; 5,163&20.79
1963 53,727 216 52,465(211 4,176( 16.82)  4,345(17.50) 7.22 7.51  5,405( 21.77) 5,566(22.82
1964  53,294(215) 55,851(225) 5,035( 20.28) 5,365(21 61) /.98 8.48  6,346( 25.56 6, »735(27.12)
1965 60,533(244; 61,401(247) 6, 885% 27.733 7,607(30.64) 10.24 10.83 ,453( 34.04) 9, 283{37.39;
1966  70,377(283) 71 470(288) 10,901( 43.90) 11 231(45.23) 14.26 1442 13,049( 52.55) 13,231(53.29
1967  83,499(336) 84,112(339) 15, ,906( 64.06) 16 ,263(65.50) 13,76 18.58 18,191( 73.26) 18,435(74.24)
1968  98,461(397) 99,257(400) 21, 9826 8g. 53; 22,18?(89.36) 22.73 22.37 24,066( 96.92) 24,442(98.44)
1969  115,810(466) 28,673(115.48 25.62 31,068(125.12)

'
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INDICATOR SHFET (VI)

xviii Industrial Share of xix Agricultural Export xx I.S. Potential Index xxi Industrial

Fxports Ratio Me/Cd Consumer Good

Fi/F Fa/Q (%2) Share of

(%) (%) Imports
Year Me/M (%)
1955 64 .28 2,91 3.69 8.84
1956 54.31 61,62 3.56 3.13 5.36 6.55 12,32 13,31
1957 - b62T 63.74 2,92 3,09 10.60 17.51 18.78  15.44
1958 70.64 68.61 2.9 3.01 6.57. 6.48 15.23 13.92
1959 68,93 67.85 3.32 3.47 2.27  3.46 7.7 9.19
1960 64,.11 67.18 4L.30  3.95 1.53 1.96 4.61 6.26
1961 68,49 65.49 Le2l, 4.26 2.07 1.84 6.42 5,38
1962 72.88 72,88 425 4.00 1.91 2,08 5.12 5.40
1963 T7.26  76.50 3.51 3.67 2.27 1.90 4L.65 4.
1964 79.35 79.35 3.26 3.55 1.5 1.76 433 447
1965 8l.45 81.45 3.87 3.99 1.50 2.09 4 .43 4.88
1966 83.54, 84.14 L.85 4.7 3.26 2.58 5.89 5.12
1967 87.44  87.44 5.37 5.05 2.99 3.83 5.04 5.93
1968 91.34 90.36 L.92 5.11 5.23 4.75 6.87 6.25
1969 92,29 5.05 6.02 6.83




INDICATOR: SHEFT (VII)

xxii Agricultural Import xxii-a Net Staple xxiii Agricultural Savings xxlv Industrial Saving

Fraction Fxport Fraction Contribution Contribution

Ma/(Q + Ma) rE/CE 8a/1 Si/1
toar (%) (# (%) (%)
1955 -0,01 0.71 22.09 -37.48
1956 L.66 5,62 3.88 4 .56 -7.99 15,22 ~hhe57 =43.53
1957 12 020 7.71 9010 60 11 31. 56 16-64 .480 ﬁ “1.92
1958 6.26 6.20 5.36 5.5 26.36 23,26 -32.64 -32.48
1959 c.13 3.83 2.03 3.2 11.85 16.34 -16.26 -23.68
1960 5.09 3.02 2.3 .87 10.82 15.46 -22,15 =11.44
1961 3.83 5.18 3.03 3.19 23.71 12.99 4.10 -7.07
1962 .63 7.17 4420 5.58 L3 17.96 -3.17 -0,90
1963 11.05 7.& 9.52 6.18 25073 19042 "30& Anse
1964, 5.72 7,54 4.81 6.23 28,09 21.78 20.55 20,32
1965 5.86 5,10 4L.36 459 11.51 17.27 44 .04 37.01
1966 3.72  5.47 4.60 4.95 12.22 7.96 L6.44 48,18
1967 6.82 6.73 5.88 6.57 0.15 4.58 " 54.05 43.25
1968 9.66 9.17 9.22 10.01 1.36 0.90 47.25 51.14
1969 11.02 14.93 1.18 . 52.12




INDICATOR SHFET (VIII)

xxv Forelgn xxvi Domestic xxvii Investment xxviii Cumulative xxix Curmlative xxx Cumulative

Saving Saving Rate Rate Agricultural Industrial Foreign Saving
Contribution (SasSi)/GDP  I/GDP Saving Saving Contribution
Year Se/I (%) (%)~ (%) Contribution Contribution
1955 115.39 -2.12 13.77 Z8a/T 1 =9.60% £81/TI=25.63% L SE/51=64.77%

1956 152.56 128.31 ~5.69 -4.05 12,74 15.37
1959 104.41 107.34  =0.47 -0.90 10.77 12.41
1940 111.33 95.98 -1.29 -0.59 11.39 11.62
1961 72,19 94.09 3.53 0.80 12.69 12.42
1942 98,74, 82.95 0.17 2.80 13,19 15.72
1963  77.91 76.00 L.T0  4.27 21.27 16.92
1964 51.36 57.91 7.93 17.13 16.30 17.78
1965  LL.45 L5.72 8,76 10.35 15.77 18.86
1966  41.34 43.86 14.37 12.51 24.50 22,28
1967  45.79 46.17 14.41 15.02 26.58 28,18
1968 51,39 47.95 15,27 16.96 33.47 32.64
1969  46.70 20.19 37.87

—89-




B/\3IC DiTi SHEET (I)

(1) Total Labor

(2) igriculturzl

(3) Intustrial

(4) Industrizl Output

Force Labor Force Labor Force

P L W -Y
- (b) (v) (b) (a, e) (mil USS)

var thou persons thou persons thou persons nil won {mi

1955 4,932 5,163 1,769 268,411(1,0¢1) _
1956 £,025  ,524 4,629 4,710 2,196 2,215 296,603(1,203) 292,162(1,177)
1957 7,026 7,027 4,337 4,519 2,679 2,509 309,472(1,246)  314,091(1,265)
1953 7,241 7,240 45590 4,570 2,651 2,671 334,197(3;346)  336,431(1,355)
1559 7,464 7,006 LyTC2 L, CLh 2,602 2,792 365,825(1,473) 35G,636(15445)
1960 £,112 7,855 5,070 4,912 3,042 2,943 376,691(1,487) 370,472(1,492)
1961 7,906 £,119 4,80k 4,911 3,104 3,208 369,099(1,407) 387,239(1,560)
1962 £,257  €,200 Ly77¢ 4,903 3,479 3,385 415,927(1,675) 416,016(1,675)
1563 C,61€7 £,567 5,046 4,965 3,572 3,602 463,023(1,865)  44y,757(1,€11)
1564 03625 €,64€ 5,070 5,032 3,755 3,016 470,321(1,594)  494,733(1,992)
1965 9,100 G,058 4,90 5,023 4,120 4,035 550,054(2,219) 557,339(2,245)
1966 9,248 9,243 5,019 4,965 4,229 L;27¢ 650,843(2,021)  661,641(2,665)
1507 93360 9,445 Ly€95 4,947 Lyh85 L3498 7¢3,225(3,154)  796,644(3,208)
1968 9,008 9,639 4,928 4,915 L, 780 L,T24 955,064(3,550)  95%,169(3,863)
1969 9,630 L,922 4,908 1,136,417 (4 ,505)
Nete: 1965 constant wen prices

1965 constant dollar prices



BLSIC DiTi SHEET (II)

(5) Industrizl Exports

Ey

(a,c,d,e,i)
mil won(mil USS$)

(6) Domestically Used
Industrial Output

Ta
(a,c,d,e,i)

(7) Domestically Consumed
Industrial Output

Cq

(a,c,d,e,1)

Year mil won(iil US$) mil won(mil US$)

1955 12,046 (49) 256,365(1,032) 214,553(64)

1955 9,325(3¢) 11,735(47) 209,27¢(1,165) 280,424(1,129) 241,7¢3(974)  225;,064(906)
1957 13,84(56) 13,497(54) 295,62¢(1,191) 300,522(1,210) 216,056(gc1)  235,732(549)
195¢ 17,321(70) 16,371(¢66) 316,076(1,276) 320,060(1,289) 246, 770(994)  254,909(1,027)
1959 12,945(76) 1¢,732(75) 346,676(1,396) 340,106(1,370) 296,097(1,201) 22,(36(1,138)
1960 19,925(20) 21,7¢0(52) 356,766(1,437) 348,692(1,404) 303,036(1,220) 294,075(1,104)
1961 265465(107) 25,987(105) 342,634(1,3¢0) 361,252(1,455) 201,091(1,132) 302,754(1,219)
1962 31,572(127)  :31;342(128) 3C4,355(1,548) 3¢4,674(1,549) 3244,134(1,305) 306,560(1,235)
1963 35,926(145) 37,332(150) 5427,035(1,720) 412,425(1,661) 314,456(1,266) 322,423(1,299)
1964, Ly ,4,3¢(175) 47,692(192) 425,605(1,715) L47,041(1,£00) 328,67¢(1,324) 342,705(1,321)
1965 62,651(252) 69,301(279) L£€,203(1,966) 453,038(1,566) 385,222(1,551) 362,176(1,459)
19667 100,£16(406)  104,222(420) 550,027(2,215) 557,419(2,245) 372,626(1,501) 40C;469(1,645)
1967 149,199(601)  154,471(622) 634,026(2,553) 042,173(2,5¢6) 467,615(1,83)  454,005(1,828)
1965 213,39¢(e59)  214,017(c65) 742,466(2,990)  7hL,352(2,996) 521,773(2,101) 516,274(2,075)
1969 2¢1,254(1,135) £56,563(3,450) 559,432(2,253)

!
o~
F
'



BASIC DAT: SHEET (III)

(&) Industrial Investment

(9) hgricultural Output

(10) Net hgricultural Exports

GooCs Q E"”-a

Ir]. (a,e) (a,c,d’e,i)

(2) mil won(mil US$) il won(mil US$)
Year mil won(mil US$)
1955 41,c12(168) 229,952(926) 11(0) :
1956 57.593(261) 55,360(223) 220,336(867)  230;630(929) ~9,095(=37)  -14,369(-58)
1957 765772(309) 6h4790(261) 241,600L(973)  240,012(9¢7) -34;024(-137)  -20,650(~£3)
1958 70,102(2¢2) 65,151(262) 25¢,098(1,039) 252,304(1,016) -18,231(-76)  -1£,177(-73)
1959 48,579(196) 57,470(231) 257,214(1,036) 258,155(1,040) -1,676(=7) ~11,466(-46)
1960 53,730(216) 5L,617(220) 259,152(1,044) 267,761(1,078) -13,592(-56) -9,566(=39)
1961 ¢1,543(24¢) 5¢,496(236) 266,917(1,156) 274,211(1,104) -13,129(-53)  =14,921(-£2)
1962 - 60,221(243) 7¢,114(315) 276,565(1,114) 20G,376(1,161) -17,761(-71)  -22,775(-92)
19¢3 112,579(453) 90,002(362) 301,647(1,215) 310,931(1,252) -37,465(<151)  ~25,95¢(-105)
196, 97,207(391)  104,256(420) 354,500(1542¢)  341,597(1,376) -22,669(=91)  -27,151(-109)
1965 102,931(415) 125,062(507) 36¢,563(1,484) 377,71541,521) -21,320(~-c6) -19,93¢6(=~£0)
1966 177,399(714)  14€,930(600) 410,001(1,651) 392,601(1,561) -15,026(~64)  -24,334(-98)
1967 166,411(670)  18¢,168(75¢8) 399,240(1,608) 406,¢95(1,639) -35,055(-144)  =37,971(-153)
196¢ 220,693(cc9)  222,070¢(919) L11,444(1,657) 425,567(1,714) -62,233(~251)  -(0,¢38(-245)
1969 297,131(1,197) L66,016(1,577) <0l 425 (<340)




BASIC DiT. SHEET (IV)

(11) Domestically Used
\gricultural Exports

(11.2) Net Staple Exports

Et

(a,c,d,i)

mil won(mil US$)

(12) Total Exports

E
(2)

mil won(mil USS$)

Year

1955 229,941(926) , -1,620(-6.52) 16,740(75)

1956 229,431(924)  244,999(9¢7) -£,151(-32.23) -10,703(-43) 17,170(69) 12,933(76)
1957 275,625(1,110) 2060,662(1,050)  -22,337(~C9.96) -14,657(-59) 20,290(cL ) 20,860(aL)
195¢ 27¢,929(1,115) 270,4¢1(1,009)  -13,482(<54.30) =13,594(-55 24,,520(99) 24,,300(9¢)
1559 258,£90(1,043) 269,621(1,026) ~4,962(~19,98)  -8,030(-32 27,450(111)  27,697(112)
1960 273,064(1,100) 277,327(1,117) -5,6L6(=22,74)  -6.299(-25) 31.000(125)  32,403(130)
1961 300,046(1,208) 2¢9,132(1,164) -¢,200(-33.38)  -£,323(-34) 3¢,640(156)  37,680(152)
1962 294,306(1,185) 311,155(1,253)  -10,734(-43.23) =15,499(-62) 43,320(174)  42,547(173)
1963 339,112(1,366) 336,089(1,357)  -27,476(-110,66) -17,9¢1(-72) 46,500(188)  4£,633(196)
196k 377,245(1,519)  366,748(1,485)  -15,732(-63.36) -19,107(~72) 56,000(226)  59,533(241)
1965 389,6¢3(1,570) 397,653(1,602)  -14,1L4(-56.84) -15,L49(-62) 76,920(310)  ©4;533(340)
19¢6 425,527(1,715) 416,935(1,679)  -16,501(=66.46) =16,953(-€2) 120,6¢0(406)  122,743(k94)
1967 435,095(1,752) 444,866(1,792)  -20,25¢(-01.59) -24,304(-92) 170,630(6¢7)  174,920(705)
1968 L73,677(1,908) 4C6,404(1,959)  -33,152(~133.52) -39,256(-158) 233,630(941)  236,553(953)
1969 550,441(2,217) ~61,,358(~259,19) 305,400(1,230)




BASIC DATA SHEET (V)

(13) Capitel Inflow

(14) Total Imports

(15) Cepital Goods Imports

S M

(as (a) ' (2,c,d,e,1)
Year mil won(mil US$) mil won(mil US3) mil won(mil US$)
1955 70,7¢0(225) 89;520(363) 19,526(79) :
155¢€ 87,400(352)  €7,007(350) 10k,570(421) 105,940(427) 95795(39) 13 ,447(54.)
1957 102,5L0(41L)  S0,947(366) 123,730(49¢) 111,607(450) 11,132(45) 9,517(38)
1958 82,0600(333)  €1,940(330) 107,120(431) 106,24,0(422) 7,618(32) 9,336(3¢)
1969 6C,3¢0(243)  70,247(2¢5) £7,570(354) 9€,543(397) 9,251(37) C,540(34)
1960 9,5€0(2C0)  60,867(245) 100, 640(405) 93,270(376) ¢,950(35) 9,403(39)
1961 52,6€0(212)  66,410(267) 91,300(368) 104,090(419) 11,407(46) 12,642(51)
1962 77,010(310)  72,877(31¢) 120,330(435) 121,723(450) 17,769(72) 17,956(72)
1963 106,9€0(431)  £0,910(326) 153,540(61¢) 129,543(522) 24,0691(99) 15,580(20)
1964 5¢,7€0(237)  72,797(293) 114,760(462) 132,630(534) 17,203(69) 15,233477)
1965 52,670(212)  65,720(265) 129,590(522) 150,253(605) 15,499(62) 30589h(12hg
1966 £5,730(345)  ©€3,030(334) 206,410(¢31) 205,773(¢29) 55,9¢1(242)  50,263(202
1967 110,€50(446)  124,427(501) 2€1,320(1,133)  299,407(1,206) 755309(303) 86,239(3u7§
1968 175,0€0(712) 166,127(669) 410,490(1,653)  402,(€0(1,622) 123,427(497)  117,692(474
1969 210,¢30(C49) 51¢,230(2,079) 154,339(622)




BASIC DATi. SHEET (VI)

(16) Raw Material Imports

M
k4l

(a,c,d,e,i)
mil won(mil USS3)

(37) Industrial Consumer
Goods Imports

(a,c,d,e,i)

(172) Food Imports

(c,d,i)

mil won(mil US$)

Year mil won(mil US3)

1955 55,366(223) 7,91¢(32) €,705(27)

1956 6h,955(262)  56,201(226) 12,000(52)  14,600(59) 16,950(68)  21,572(87)
1557 LE,200(194)  56,797(229) 23,242(94)  17,479(70) 41,070(165) 2¢,013(113)
1958 57,156(230)  55,675(224) 16,316(66)  15,453(62) 26,030(105)  25,772(104)
1959 61,600(248)  60,320(243) 16,002(27) 9,252(37) 10,217(41)  20,431(c2)
1960 62,204(251)  57,510(232) 4,639(19) 5,765(23) 25,049(101) 20,189(81)
1561 4LC,726(196)  59,279(239) 5,863(24) 5,556(22) 25,304(102)  26,613(107)
19622 66,906(269)  €3,094(254) 6,166(25) 6,390(26) 29,589(119)  34,2¢3(13¢)
1963 73,651(297)  66,303(267) 7,141(23) 6,093(25) 4£,057(194)  37,260(150)
1964 5¢,362(235)  62,255(275) 4,972(20) 5,951(24) 34,233(132)  39,293(159)
1965 72,762(293)  75,564(300) 5,740(23) 7,624(31) 35,569(143)  35,171(142)
1966 9¢,579(397)  101,964(411) 12,160(49)  10,692(43) 35,690(14%)  42,855(173)
1967 134,550(542)  136,504(550) 14,175(57)  16,1¢3(73) 57,206(231)  58,480(236)
1968 176,3¢3(710)  176,524(711) 26,215(1314)  25,891(104) c2,465(332)  2,574(333)
1969 215,63¢(ec1) 35,262(142) 107,971(435)

-



BASIC DiTh SHEET (VII)

(12) Total Investment (1) Industrial Goods (20) Cf
I Consumption _ (cicydycei)
(2) C; = 2(7) + (17)/ mil won(mil US$)
Year nil won(mil US3) CyCyliyC,yi '
mil won(mil US3)
1955 (1,340(247) 222 ,4,71(C9¢6) 227,279(915)
195¢ 57,290(231) Ce,o47(277) 254,663(1,026) 239,744(566) 210,232(c47)  227,665(917)
1557 £7,910(354) 74,307(299) 242,09¢(975)  253,204(1,020) 245,424(929)  235,740(949)
195 77,720(313) 7h,4,87(300) 2€3,090(1,060) 270,0249(1,0¢8) 251,505(1,013) 247,256(996)
1959 57,£30(233) 66,010(266) 304,099(1,228) 291,C8(1,176) 243 778(986)  245,9593(951)
196C 62,400(252) 644 ,420(259) 307,675(1,239) 299,043(1,20¢) 241,696(973)  253,2£7(1,020)
1961 72,950(254) 71,140(2¢7) 206,954(1,156) 308,310(1,242) 273,300(1,101) 256,735(1,034)
1962 775990(314) 56,070(307) 330,300(1,330) 3312,950(1,260) 255,422(1,029) 272,505(1,097)
15¢3 137,270(553)  109,090(443) 321,597(1,295) 32¢,516(1,323) 20¢,713(1,163) 290,503(1,170)
1564 114,410(461)  123,367(497) 333,650(1,344) 343,736(1,404) 327,374(1,310) 313,206(1,261)
1965 11C,400(477)  Lu6,757(591) 390,962(1,575) 369,000(1,489) 323,536(1,303) 336,443(1,355)
196( 207,300(235)  1€9,193(762) 3¢4,7¢5(1,550)  419,180(1,6¢8) 358,420(1,443) 342,065(1,37¢)
19¢7 241,720(973)  20k4,407(1,065) 461,790(1,940) 472,129(1,902) 344,247(1,306)  354,073(1,426)
19566 344,120(1,386) 345,770(1,393) 549,560(2,215)  5k2,164(2,184) 359,553 (1,448) 37¢,267(1,523)
1969 451,470(1,618) 594, 714(2,395) 431,001(1,736)

-69—




BLASIC DATi SHEET (VIII)

(21) Total FPopulation (22) ((}DI)D (23) Industrial Real Wage

X a Wi

(b) nil won(mil US$) (b,£,3)
Year thou persons won (US3)
1955 21,532 445 ,310(1,793) | 55,12¢(222)
1956 22,307 LhY,000(1,012) Li7,973(1,504) 54,120(21¢)  54,312(219)
1957 22,949 LA, C10(1,008) 471,507(1,299) 53,600(216)  55,626(225)
195¢ 23,611 515,910(2,07¢) 500,537(2;016) 59,676(240)  57,672(232)
1959 24,291 556,090(2,1¢2) 533,¢13(2,150) 59,652(240)  50,096(23L4)
1960 24,929 54C,640(2,210) 553,463(2,229) 54,900(221)  57,396(231)
1961 25,700 574,86C(2,315) 571,547(2,302) 57,576(232)  56,932(229)
1962 20,432 591,140(2,3¢1) 603,900(2,432) 55,200(235)  5G,340(235)
1903 27,18k C45,400(2,599) 646,1.7(2,602) 59,104(23¢)  58,420(235)
o 27,95¢ 702,020(2,027) (99,520(2,£17) 57,616(233)  58,720(237)
19¢5 21,670 751,140(3,025) 766,537(3,507) 59,104(238)  59,840(241)
1960 29,20¢ C46,450(3,4C9) £35,713(3,3¢6) (2,520(252)  64,464(2€0)
2907 30,067 94,550(3,663) . y26,020(3,737) 71,0608(209)  71,316(207)
208 30,747 1,02¢,060(4,140)  1,043,237(4,202) 79,740(321)  £C,320(323)
1569 31,410 1,192,100(4,£01) £9,532(361)




BASIC DnTh SHEET (IX)

(24) Agricultural Real  (25) Price of srriculs  (26) Pricc of Industrial  (27) Industrial Capital

Wage tural Goodls Goods Stock
W, P, (1965 = 100) P; (1965 = 100) X
(f)f_i:k) (f;k) (f,.]) (?-,l)
Yoar won(US$) % % mil won, mil US$

1955  56,217(229) 25.7 32.0 2,547,010 10,258
1956 50,09¢(R05)  48,531(195) 41.1  32.0 39.2  39.0 2,571,280 10,356
1957 37,076(152) 4C,72¢(196) L7.2 42,3 L5.C  L3h 2,590,940 10,467
195¢  57,400(231) 57,014(230) 8.7 39.7 L5.2  L&.5 2,032,570 10,602
1959 75,756(305) €5,694(265) 33.3  37.3 LS.6 38,0 2,658,520 10,708 !
1960 (3,919(257) (L,hen(208) 40,0 40.1 52,6 52,6 2,660,210 10,826 2
1961 59,776(241) €0,7¢2(245) L7.1 46,3 57.3 57.1 2,720,55C 10,957 I
1902 5¢,592(236) 5(¢,422(227) 51.&  58.5 (1.5 62,6 2,766,786 11,151
19¢3  50,696(205)  54,646(220) 70,6 74,8 (9.0 72.3 2,026,400 11,363
196k 54,449(219)  54,E44(221) 9.0  90.9 06.3  C5.1 2,071,310 11,564
1965 59,164(23¢)  59,57¢(240) 100.0 100.7 100.0 9G4 2,933,62C 11,816
1966 (5,102(2¢62) 64,510(200) 106.1  109.4 106.86  10¢, 3,052,860 12,295
1967 €9,245(279)  (9,442(220) 121,5 123.3 117.9 118.9 3,206,950 12,916
1966 73,9¢0(29¢)  73,9¢0(29¢) 1UR.3  142.1 130.1 12¢,1 3,442,970 13,866
1969  7¢,715(317) 162, 136.3 3,730,920 15,026




BiSIC DLTL SHEET (X)

(2¢) sgricultural Savings

(29) Industrial Savings

(30) Total Savings

ba bi S

(?“’l) (a) (a)
Yeor mil won mil won il won
1955 13,551(55) ~22,991(=93) ¢1,340(247) '
1956 -4,577(-1¢)  12,23¢(49) —25,533(-103)  -30,39:(-122) 57,250(231) EC,47(277)
1957 27,741(112)  14,55C(59) ~42,671(-172)  -31,196(-126) £7,910(354) 7h45307(299)
195¢ 20,405(03)  1L,360(74) ~25,365(-102)  -25,0L0(~104) 77,720(313) 7h ,4:7(300)
1959 6,655(20)  11,366(46) ~9,405(=3G)  -1(,203(~65) 57,830(233) 66,010(266)
19€0 ¢,759(27)  10,304(41) -13,¢39(~56) -6,751(~27) 62,4.00(252) Oy ,420(259)
1961 17,5299(70) 9,171(37) 2,591(12) ~ly o 41 1(=1C 72,,950(2%4.) 71,140(207)
19¢2 3,450(1)  10,689(75) -2,474(~10) -1,495(~¢) 77,990(314) 96,070(3497)
1963 35,313(2)  23,637(95) -5,003(=20) 5,343(22) 137,270(553) 109,650(443 )
1504 32,144(129)  27,030(109) 23,506(95) = 23,560(95) 114,410(461) 123,387(497)
1965 13,633(55) 23,704(95) 52,177(210) 57,332(231) 118,420(477) 146,757(591)
1566 25,336(1C2)  13,113(53) 96,314(328) 93,050(375) 207,300(£35) 1069,193(762)
1967 37¢(1) 10,124(41) 130,660(526)  129,056(523) 24,1,720(573) 20k 3407(1,085)
1568 Ly 666(19) 35454 (14) 162,594(655)  176,190(710) 344,120(13366)  345,770(1,393)
1969 5,325(21) 235,315(948) 451,470(1,£18)
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