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×Koreaôs growth has been on a secular decline since the 90s. 

Growth Trends: Korea and the World 

2. Growth Trend  
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× All 3 components (labor, capital, TFP) have decelerated.  

Growth Accounting of Korea 

2. Growth Trend: Accounting  

GDP (A+B+C) Capital (A) Employment (B) TFP (C) 

1981~1990 9.9 4.1 1.7 3.6 

1991~2000 7.0 3.8 1.0 1.9 

2001~2005 4.7  2.1  1.0  1.5  

2006~2010 4.1  1.8  0.5  1.8  

2011~2015 3.0  1.4  1.0  0.5  

2016~2020 1.7+?  1.1  0.6  ?  

2021~2025 1.3+?? 1.0  0.3  ??  

2026~2030 0.7+??? 0.8  -0.1  ??? 

2031~2035 0.2+???? 0.6 -0.4 ???? 

2036~2040 0.0+????? 0.5 -0.5 ????? 

Source: Kwon (2017)   
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× Extremely low fertility rate Č labor contraction in future  

× High capital to output ratio Č steady state in future 

Fertility Rates 

2. Growth Trend: Accounting  

Capital to Output Ratios 
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× TFP : the only source of growth left for Korea  

2. Growth Trend: Efficiency  

ÁTechnology gap vis-à-vis the frontier will narrow as Korea converges. 

ÁDemography will age, hampering TFP progress. 

ÁImprovement of  institutions to achieve more efficient resource allocation 

is the key factor that Korea should rely on. 

× However, its future prospect does not seem rosy. 
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× Evidences on allocation efficiency are not encouraging. 

2. Growth Trend: Efficiency  

ÁLabor mobility has been significantly lowered. (Kwon and Kim (2014) ) 

ÁFinancial market efficiency is eroded by zombies. (Jeong (2014)) 

ÁProduct market efficiency has been declining. (Oh (2017))  
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× Some fundamentals of Korea are similar to those of Japan. 

3. Japanization?: Similarities  
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ÁKoreaôs demography follows Japanôs with a lag of approximately 20 yrs.  

Total Population Growth Rate Aged Dependency Ratio 
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× Some fundamentals of Korea are similar to those of Japan. 

3. Japanization?: Similarities  

ÁIndustrial structures are similar. (Note SITC 7 industry)   

Revealed Comparative Advantages 
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× Some fundamentals of Korea are similar to those of Japan. 

3. Japanization?: Similarities  

ÁKoreaôs nominal income growth trails Japanôs by 20 years. 

Trends in Nominal GDP Growth Rates 
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×Will Korea fall into chronic deflation as in Japan? 

3. Japanization?: Differences  

ÁRecent data, however, send a relieving signal. 

Trends in Nominal GDP Growth Rates 
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× The pace of disinflation was milder in Korea,  

3. Japanization?: Differences  

Áwhile inflation has been lowered to a worrisome level since 2013. 

CPI Inflation Rates 


